PSRO update by Boston University Medical Center
Boston University
OpenBU http://open.bu.edu
BU Publications P/S/R/O Update
1975-06-03
P/S/R/O update: June 3, 1975 no. 9
https://hdl.handle.net/2144/25964
Boston University
P/S/R/0 
Update 
tmm "Roston U n i v e r s i t v 
Northeast E d i t i o n 
Number 9 
June 3/75 
The 
Medical 
C o s t / Q u a l i t y 
N e w s l e t t e r 
Boston U n i v e r s i t y Medical Center 
(PSRO Update t h i s month sheds l i g h t on 
the novel and, t o date, l i t t l e known Public 
Law 9 3 - 6 ^ 1 , the Na t i o n a l Health Planning 
and Resources Act o f 197^, which creates 
Heal t i n cii.7-QTf^rna Agencies We b e g i e h c l e n , r 
w i t h a general overview o f h e a l t h planning § 
since 19^6. A separate a r t i c l e discusses 
HSAs and t h e i r r e l a t i o n s h i p w i t h PSROs. 
F i n a l l y , a PSRO Update Special Report pro- f 
vides deep background on HSAs and what they t 
seek t o a c c o m p l i s h . — E d i t o r ) 
Health planning efforts not new, 
but power to enforce them is 
I n 191^, Congress passed the H i l l - B u r -
t o n program t o provide monies t o the s t a t e 
f o r h o s p i t a l bed c o n s t r u c t i o n and moderniza-
t i o n . I n the l a t e '50s, areawide h e a l t h -
f a c i l i t i e s planning councils supported by 
fe d e r a l funds were e s t a b l i s h e d t o coordinate 
and monitor l o c a l h e a l t h - f a c i l i t i e s develop-
ment . 
Congress i n I966 passed the Partnership 
f o r Health l e g i s l a t i o n , c r e a t i n g a new f e d -
(Continued on page 2) 
Health Systems Agency 
network begins to form 
The r o l e o f the f e d e r a l government i n 
American h e a l t h care has been expanding i n 
what i s recognized as p r e p a r a t i o n f o r the 
implementation o f n a t i o n a l h e a l t h insurance. 
Current a c t i v i t y centers around the estab-
lishment o f a network o f Health Systems 
Agencies t o oversee the d i s t r i b u t i o n o f f a -
c i l i t i e s i n t h e i r designated Health Service 
Areas. (Continued on page 2) 
Federal PSRO policies 
bring calls for change, 
more local autonomy 
Nagging issues concerning r e l a t i o n s h i p s 
between the f e d e r a l government and PSROs 
emerged i n New England d u r i n g a two-day 
meeting h e l d i n Kennebunkport, Me., May 5 
and 6. 
I n a n u t s h e l l , the emotional issues 
concerned the manner i n which the f e d e r a l 
government i s implementing the PSRO program, 
w i t h two key problems seen by th e PSROs: the 
l a c k o f a d m i n i s t r a t i v e f l e x i b i l i t y i n bud-
g e t i n g ; and the l a c k o f l o c a l autonomy i n 
(Continued on page 3) 
Autonomy of local PSROs 
under stress in conflict 
with DHEW directives 
The i n e v i t a b l e i r r i t a t i o n s o f growing 
pains enmeshed i n the op e r a t i o n o f DHEW 
bureaucracy are annoying PSROs i n New York 
S t a t e , w i t h widespread comment t h a t l o c a l 
autonomy i s under s t r e s s . 
One s p e c i f i c source of i r r i t a t i o n i s 
the question o f s l o t t i n g ; another i s reim-
bursement f o r physicians ' time i n a c t u a l 
PSRO work. Some of the PSROs queried by 
PSRO Update i n d i c a t e d a r o l l - w i t h - t h e - p u n c h 
philosophy, conceding t h a t he who c o n t r o l s 
the p u r s e - s t r i n g s c a l l s t he tune. 
'NO ANSWERS THUS FAR' 
Jack Coleman, executive d i r e c t o r o f the 
Genessee Region PSRO I n c . , regards DHEW as 
wrong i n i t s p r o h i b i t i o n on s l o t t i n g . "As 
(Continued on page 6) 
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Health planning efforts 
now new, but power is 
(Continued from page l ) 
e r a l h e a l t h planning program t o meet the 
problems o f supply, q u a l i t y and costs o f 
needed h e a l t h care s e r v i c e s . The Comprehen-
si v e Health Planning Program made p o s s i b l e a 
network o f v o l u n t a r y s t a t e and r e g i o n a l 
h e a l t h planning o r g a n i z a t i o n s t o p l a n coop-
e r a t i v e l y w i t h major health^care p r o v i d e r s 
f o r f u t u r e area h e a l t h s e r v i c e s . L a t e r , 
Regional Medical Programs were developed as 
brokers t o advance technology and s k i l l e d 
manpower at the i n s t i t u t i o n a l l e v e l f o r 
cancer, h e a l t h and stroke research and t r e a t -
ment. The Experimental Health Services 
D e l i v e r y Program was also created t o f u n n e l 
monies a v a i l a b l e t o underserved, depressed 
"urban and r u r a l areas t o provide a basic 
h e a l t h - d e l i v e r y system t o l o c a l p o pulations. 
MILLIONS FOR 'MODEST EFFECT' 
Since 196?, the f e d e r a l government has 
in v e s t e d $2^9.1 m i l l i o n , matched by funds 
from s t a t e and l o c a l government and c o n t r i -
b u t i o n s from p r i v a t e - i n t e r e s t groups, i n 
an e f f o r t t o develop s o l u t i o n s t o the major 
problems o f h e a l t h services d e l i v e r y : pro-
h i b i t i v e c o s t s , l a c k o f a v a i l a b i l i t y t o 
major segments of the p o p u l a t i o n and q u a l i t y 
o f services lower than t h a t which i s d e s i r -
able and a t t a i n a b l e . However, h e a l t h p l a n -
ning has had a modest e f f e c t on the opera-
t i o n o f the nation's h e a l t h services d e l i v -
ery system. 
For the most p a r t , the r e l a t i v e changes 
t h a t occurred over the 11-year p e r i o d i n 
areas w i t h planning agencies were not very 
d i f f e r e n t from those t h a t occurred i n areas 
w i t h o u t them. 
I n the past two years, the f e d e r a l and 
some s t a t e governments, eager t o exert con-
t r o l over the r i s i n g cost o f h e a l t h service, 
have seizedrapon t h e comprehensive h e a l t h -
planning program as a mechanism f o r r e g u l a -
t i n g the a c t i v i t i e s o f health-care providers. 
Thus, w h i l e h e a l t h planning i t s e l f i s not 
new, the power of h e a l t h planning agencies 
t o enforce planning e f f o r t s i s novel and 
marks the new hope f o r the program as i t i s 
transformed and reorganized under PL 93-6^+1. 
Health Systems Agency 
network begins to form 
(Continued from page l ) 
While PSROs monitor cost and q u a l i t y of 
medical care i n t h e i r r e g i o n s , HSAs* w i l l be 
m o n i t o r i n g use and development o f medical 
f a c i l i t i e s under the new N a t i o n a l Planning 
and Resources Development Act (PL 93-6Ul). 
Health o f f i c i a l s encourage PSROs t o work 
c l o s e l y w i t h Health Systems Agencies f o r a 
u n i f i e d approach t o planning concerning 
h o s p i t a l s , n u r s i n g homes, home h e a l t h care, 
mental h e a l t h , p u b l i c h e a l t h , emergency 
care and neighborhood h e a l t h centers. 
Mechanisms l i k e HSAs and PSROs must 
be i n working order before any s o r t o f 
n a t i o n a l h e a l t h care p l a n can begin. DHEW 
i s t r y i n g t o avoid r e p e a t i n g the mistakes 
o f the e a r l y Medicare/Medicaid era, when 
the f e d e r a l government released funds w i t h -
out having an adequate system t o monitor 
t h e i r use. 
"To assume t h a t the American h e a l t h -
care system i s now capable o f d e l i v e r i n g 
the a d d i t i o n a l care t h a t would c e r t a i n l y be 
demanded i f n a t i o n a l h e a l t h insurance were 
enacted, i s , I b e l i e v e , a dangerous and 
p o t e n t i a l l y d isastrous mistake," Charles C. 
Edwards, M.D., former DHEW a s s i s t a n t secre-
t a r y f o r Health, wrote i n the March 13 New 
England Journal of Medicine. "The maldis-
t r i b u t i o n o f h e a l t h p r o v i d e r s , the exces-
sive r e l i a n c e on i n s t i t u t i o n a l care, and 
the absence of broadly e f f e c t i v e systems o f 
u t i l i z a t i o n review and q u a l i t y assurance 
make i t v i r t u a l l y c e r t a i n t h a t e a r l y adop-
t i o n o f n a t i o n a l h e a l t h insurance would be 
fol l o w e d by enormous i n f l a t i o n a r y pressure 
and would lead t o p u b l i c demands f o r even 
more s t r i n g e n t f e d e r a l c o n t r o l o f the cost 
o f health-care services and the manner i n 
which they are provided... C l e a r l y , the 
United States does not need a r e p e t i t i o n o f 
the experience o f Medicare and Medicaid, but 
I have very serious doubts about whether our 
p o l i t i c a l leaders have r e a l l y p r o f i t e d from 
t h a t experience." 
PROPOSALS FOR BOUNDARIES 
On May 3, governors o f a l l the s t a t e s 
were r e q u i r e d t o submit proposals t o DHEW 
for~nre establishmeht" oriHe^alTth^eihric 
Areas i n t h e i r s t a t e s . D e l i n e a t i o n o f these 
t e r r i t o r i e s was l e f t t o l o c a l planning ex-
p e r t s . Regional and f e d e r a l o f f i c i a l s o f 
DHEW are t o review the proposals and desig-
nate the f i n a l boundaries of the Health 
Service Areas August 1 . 
New York, which has 12 PSROs, has pro-
posed e i g h t HSA areas; Connecticut, w i t h 
f o u r PSROs, i s proposing f i v e HSAs; Massa-
chusetts has f i v e PSROs, seeks s i x HSAs; 
Vermont, Maine, New Hampshire and Rhode 
I s l a n d each have a s i n g l e PSRO and seek one 
HSA. 
I n determining the boundaries o f Health 
Service Areas, l o c a l planners looked primar-
(Continued on page T) 
*HSAs — Health Systems Agencies 
Progress Notes '(>%Te 
flx)m the NortiBast 
New England 
As the end o f the f i s c a l year approach-
es, nine planning PSROs i n New England move 
toward expected designation as c o n d i t i o n a l s , 
a l l hoping t h a t t h e i r proposed "budgets don't 
get chopped too h e a v i l y i n the tough con-
t r a c t n e g o t i a t i o n s many expect t o face. 
TIMETABLE, PROCEDURE 
The timeta"ble and procedure are approx-
ima t e l y t h i s : "by mid-May the Secretary o f 
DHEW had begun p u b l i c n o t i f i c a t i o n t h a t he 
intended t o designate these PSROs as con-
d i t i o n a l s ; doctors had 30 days i n which t o 
obj e c t t o h i s choice, and i f 10 per cent i n 
an area d i d so, a p o l l i n g o f a l l e l i g i b l e 
physicians had t o be taken; i f , i n the p o l l -
i n g , more than 50 per cent o f these doctors 
p r o t e s t e d the d e s i g n a t i o n , then the Secre-
t a r y could not designate the PSRO as con-
d i t i o n a l . 
Since the PSROs i n New England have en-
r o l l e d more than 50 per cent o f the doctors, 
i t i s u n l i k e l y t h a t any PSRO w i l l go t o 
p o l l i n g . 
CONTRACT NEGOTIATIONS 
Assuming a l l nine PSROs receive desig-
n a t i o n as c o n d i t i o n a l s , t h e r e remains the 
problem o f a con t r a c t between DHEW and each 
PSRO, not an automatic process, guaranteed 
by d e s i g n a t i o n . The PSRO and DHEW must sign 
a c o n t r a c t f o r a s p e c i f i c amount o f money 
i n s p e c i f i c categories before any PSRO can 
a c t u a l l y become c o n d i t i o n a l . 
I f c o n d i t i o n a l s t a t u s i s achieved by 
these n i n e , i t w i l l b r i n g the t o t a l at t h a t 
stage t o 11 i n New England; BAY STATE PSRO 
i n Boston and CHARLES RIVER i n Newton, Mass., 
have already entered the second phase o f 
c o n d i t i o n a l . 
The two remaining PSROs are VERMONT and 
CENTRAL MASSACHUSETTS ( i n Worcester); t h e i r 
plans f o r c o n d i t i o n a l were submitted a f t e r 
the March 1 deadline, thus v i r t u a l l y e l i m i n -
a t i n g them from c o n s i d e r a t i o n as c o n d i t i o n -
als i n t h i s funding c y c l e . 
Federal P S R O policies 
bring calls for change 
(Continued from page l ) 
o r g a n i z a t i o n a l s t r u c t u r e . For many, these 
s p e l l u n i f o r m i t y and r i g i d i t y from Washing-
ton i n a program t h a t was supposed t o be 
char a c t e r i z e d by l o c a l responses t o l o c a l 
c o n d i t i o n s . 
ISSUES ARISING ELSEWHERE 
The issues are not unique t o New 
England: very s i m i l a r complaints over the 
f e d e r a l implementation o f PSROs have sur-
faced i n C a l i f o r n i a , where the PSROs are 
t a l k i n g about forming a co n f e d e r a t i o n , and 
i n the Northern V i r g i n i a PSRO, which has 
sent a scathing l e t t e r t o Washington com-
p l a i n i n g o f f e d e r a l p o l i c y and methods. 
Foll o w i n g the Kennebunkport conference, 
the New England group sent a telegram t o 
As s i s t a n t Secretary f o r Health Theodore 
Cooper, M.D., asking f o r a r e p l y w i t h i n one 
week t o a request f o r a meeting w i t h him. 
I t s tone i s sa i d t o have been moderate, but 
urgent. 
P a r t i c i p a n t s agreed t h a t the meeting 
was c a t h a r t i c . Some f e l t i t would produce 
changes i n f e d e r a l p o l i c y ; o t h e r s , more 
jaded i n the ways o f the f e d e r a l government, 
saw i t as u s e f u l f o r v e n t i n g the spleen, 
but o f l i t t l e consequence i n a l t e r i n g feder-
a l p o l i c y . 
The disbursement o f f e d e r a l funds 
through c o n t r a c t s i n s t e a d o f grants has pro-
voked the most i n d i g n a t i o n , since contracts 
are seen as too c o n s t r i c t i n g f o r a program 
o f p r o f e s s i o n a l peer review. (See separate 
a r t i c l e on Page k.) 
One s p e c i f i c p o i n t o f concern has 
continued t o be the l a c k o f d i r e c t i o n from 
Washington on a data p o l i c y , the develop-
ment o f which i s thought t o b u t t r e s s the 
e n t i r e PSRO system, the l a c k o f which seems 
t o delay other areas o f PSRO work. 
QUESTION OF SLOTTING 
The question o f s l o t t i n g the boards o f 
d i r e c t o r s , t o prevent domination by groups 
of doctors whose c l o u t exceeds t h e i r numbers, 
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has continued t o r a i s e o b j e c t i o n s from PSROs 
t h a t disagree w i t h f e d e r a l p o l i c y against 
s l o t t i n g . Some PSROs would p r e f e r the 
l a t i t u d e t o a l l o w s l o t t i n g i n order t o pre-
vent an imbalance on the boards. The f e d -
e r a l p o l i c y aims t o leave a l l seats on 
boards o f d i r e c t o r s open t o e l i g i b l e members. 
Reimbursement continues t o be a thorny 
i s s u e , w i t h the f e d e r a l government imposing 
a l i m i t o f $35 an hour f o r p h y s i c i a n work 
on committees and a t o t a l l i m i t o f 100 hours 
the Kennebunkport meeting ( l l o f 13 New 
England PSROs plus two support centers) 
was t h a t i t was a u s e f u l meeting, g i v i n g 
PSRO p r o f e s s i o n a l s the o p p o r t u n i t y t o 
share ideas as w e l l as grievances, w i t h o u t 
the presence o f Washington o f f i c i a l s . " I t 
allowed people t o vent t h e i r spleen," s a i d 
one p a r t i c i p a n t . 
The post-meeting analyses ranged from 
comments about not having had the problems 
t o begin w i t h , t o continued i n d i g n a t i o n a t 
the way Washington t r e a t s the PSROs. One 
p a r t i c i p a n t f e l t "schizophrenic" because, 
on the one hand, PSROs are demanding f e d e r a l 
guidance i n such areas as data p o l i c y , and 
on bhe ot h e r , are demanding a f r e e r hand 
than the c o n t r a c t s w i l l a l l o w . 
Grant or contract? 
Depends on your goal 
When the f e d e r a l government decides t o 
give money e i t h e r t o p r i v a t e o r g a n i z a t i o n s 
or t o s t a t e (or lower) l e v e l s o f government, 
i t chooses one o f two methods: the c o n t r a c t 
or the g r a n t . Usually when the r e i s a de-
f i n i t e purpose t o be accomplished, one t h a t 
has i d e n t i f i e d goals or products, the con-
t r a c t i s used. (PSROs are considered t o 
have the d e f i n i t e purpose o f keeping the 
q u a l i t y o f medical care high and the costs 
low.) 
SPELLING IT OUT 
Through the c o n t r a c t , the f e d e r a l gov-
ernment can s p e l l out i t s requirements i n 
some d e t a i l and can expect the r e s u l t s t o 
agree w i t h i t s i n t e n t i o n s . There i s not 
much leeway i n the c o n t r a c t form o f dispen-
s i n g money. Because o f the s p e c i f i c i t y , 
t he government u s u a l l y publishes a Request 
f o r Proposal (RFP) t h a t d e t a i l s requirements 
o f a p o t e n t i a l c o n t r a c t . Often only a s i n -
g l e proposal w i l l come i n and the c o n t r a c t 
w i l l be nego t i a t e d between the c o n t r a c t i n g " 
or g a n i z a t i o n and a c o n t r a c t o f f i c e r . 
Grants, on the other hand, are given 
f o r more general purposes, ones i n which the 
outcomes may not be a n t i c i p a t e d . This type 
o f money w i l l a llow the r e c i p i e n t t o go o f f 
on tangents t o pursue a promising idea i f 
the a c t i v i t i e s o f the grant p r o j e c t seem t o 
c a l l f o r i t . Most medical research f a l l s 
i n t o t h i s category, where the product or 
outcome i s u n c e r t a i n . The grant allows f a r 
greater f l e x i b i l i t y than the c o n t r a c t , and 
thus appeals more t o many PSROs, which f e e l 
c o n s t r i c t e d by the s p e c i f i c i t y of c o n t r a c t s . 
d u r i n g the previous s i x months o f planning 
s t a t u s . Most PSROs f e e l t h i s amount i s i n -
adequate f o r t h e work doctors must do, f o r 
example, on committees on norms, standards 
and c r i t e r i a . 
Another complaint heard from several 
PSROs i s t h a t DHEW i s demanding changes i n 
bylaws which amount t o " n i t p i c k i n g " ; the 
fea r here i s t h a t Washington wants a u n i -
form set o f bylaws f o r t h e e n t i r e country. 
An example o f t h i s i s the f e d e r a l r e q u i r e -
ment t h a t t h e r e be q u a r t e r l y board meetings; 
when a New England PSRO board had a corpor-
ate r e s o l u t i o n s t a t i n g i t would meet month-
l y , Washington judged i t t o be inadequate 
because the bylaws were not e x p l i c i t . 
WHENCE THE FUNDING? 
A c o n f l i c t mentioned less openly and 
less o f t e n concerns the r e l a t i o n s h i p s be-
tween PSROs and statewide support centers. 
The question o f money and power takes t h e 
form o f whether the support centers r e c e i v e 
funding d i r e c t l y from the f e d e r a l government 
or from subcontracts from the PSROs. The 
l a t t e r was thought t o be the p o l i c y , accord-
i n g t o a statement from Henry Simmons, M.D., 
outgoing d i r e c t o r o f OPSR, but the new 
mode o f d i r e c t funding has apparently become 
p o l i c y i n a c t i o n . 
This apparent change i n p o l i c y has 
caused some d i f f i c u l t y f o r the Connecticut 
Medical I n s t i t u t e (CMI), t h e s t a t e support 
center, f o r i t had not counted on d r a f t i n g 
a proposal f o r d i r e c t f u n d i n g ; i t s support 
had been w r i t t e n i n t o the proposals o f the 
s t a t e ' s f o u r PSROs. Then, w i t h l i t t l e 
n o t i c e , CMI had t o put t o g e t h e r a proposal 
f o r funding by May 21 t o q u a l i f y f o r d i r e c t 
funding. The Commonwealth I n s t i t u t e o f 
Medicine, the Massachusetts support center, 
on the other hand, i s funded d i r e c t l y , and 
pr e f e r s i"t t h a t way. Thus, i t does not 
ne c e s s a r i l y have t o do the b i d d i n g o f the 
PSROs. 
A USEFUL 'VENTING'. 
The concensus from those who attended 
New York 
Another important step has been taken 
i n New York St a t e , w i t h DHEW's announcement 
o f i t s i n t e n t i o n t o enter i n t o agreements 
w i t h nine PSEO§. 
Those approved f o r c o n d i t i o n a l designa-
t i o n , s ubject t o completion o f n e g o t i a t i o n 
and l a c k o f o b j e c t i o n by p h y s i c i a n s , i n c l u d e 
Areas 1 ( B u f f a l o ) ; 2 CRochester); 5 (Glens 
F a l l s ) ; 9 (Westchester-Putnam); 10 (Rockland 
County); 11 (Manhattan); 13 (Kings County); 
15 (Nassau County), and l 6 (Bronx). 
MEMOS ON UR ROLE 
Meanwhile, PSROs i n the s t a t e are busy 
working on a memorandum o f understanding on 
the question o f h o s p i t a l UR* committees 
through a subcommittee di s c u s s i n g the matter 
w i t h State Health Department o f f i c i a l s (See 
PSRO Update, May). The PSROs had complained 
t h a t the s t a t e people were seeking t o i n -
f r i n g e upon the PSROs' pr e r o g a t i v e s i n t h i s 
area. I n v o l v e d i n the problem i s the 
st a t e ' s "NYSHUR" program, a UR program based 
on a computerized data system t h a t c o l l e c t s 
i n f o r m a t i o n on Medicaid discharges from 
every h o s p i t a l i n the s t a t e . 
Apropos of t h i s , Eugene O ' R e i l l y , p r o -
j e c t d i r e c t o r o f the NASSAU PHYSICIANS RE-
VIEW ORGANIZATION, p o i n t e d out t h a t the 
Nassau County Health Department has a h e a l t h -
s t a t i s t i c s system developed under a f e d e r a l 
g r a n t , which could feed the s t a t e ' s "NYSHUR" 
program. " I f 'NYSHUR' could go along, i t 
could avoid d u p l i c a t i o n and save money," 
O'Reilly suggested. 
The NASSAU PHYSICIANS REVIEW ORGANIZA-
TION, meanwhile, i s p r e p a r i n g t o begin the 
process of e v a l u a t i n g h o s p i t a l s f o r dele-
gated u t i l i z a t i o n - r e v i e w f u n c t i o n . "We'll 
do i t on a h o s p i t a l - b y - h o s p i t a l basis ( t h e r e 
are l 6 h o s p i t a l s i n the c o u n t y ) , and w e ' l l 
decide whether the h o s p i t a l s can handle 
the f u n c t i o n , " O'Reilly s a i d . 
S i m i l a r a c t i o n i s being taken by the 
KINGS COUNTY HEALTH CARE REVIEW ORGANIZA-
TION. Sheryl Buchholtz, associate d i r e c -
t o r , s a i d t h a t the Kings County organiza-
t i o n would l i k e t o delegate the u t i l i z a -
t i o n review f u n c t i o n t o as many h o s p i t a l s 
as p o s s i b l e . 
Buchholtz s a i d t h a t the Kings County 
group plans next month t o appoint t o i t s 
advisory board a p o d i a t r i s t , occupational 
t h e r a p i s t and pharmacist. 
AREA 9 PSRO OF NEW YORK STATE w i l l 
s t a r t an experimental p r o j e c t i n J u l y 
under a Kellogg Foundation Fund grant t o 
t e s t concurrent review, t o see i f t h i s r e -
view w i l l r e s u l t i n b e t t e r care, according 
t o Michael M a f f u c c i , executive d i r e c t o r . 
"We'll p i c k f i v e disease categories and mon 
i t o r the p a t i e n t s from the time they enter 
the h o s p i t a l , and w i l l feed back t h i s i n f o r 
mation against c e r t a i n c r i t e r i a , " M a ffucci 
s a i d . "Three o f the s i x h o s p i t a l s i n v o l v e d 
i n the p r o j e c t w i l l serve as c o n t r o l s . " 
REIMBURSEMENT ISSUE 
I n B u f f a l o , the ERIE REGION PSRO, INC. 
i s c o n t a c t i n g h o s p i t a l s on UR p l a n s , w i t h 
most o f the 38 h o s p i t a l s d e s i r i n g t o be 
delegated, according t o Warren Mutz, pr o -
gram d i r e c t o r . "Reimbursement f o r the u t i -
l i z a t i o n review work i s a b i g problem," Mut 
sa i d . "This question o f reimbursement f o r 
UR has not been d e l i n e a t e d by e i t h e r the 
f e d e r a l or s t a t e people." 
Much t o i t s s u r p r i s e , the FIVE-COUNTY 
ORGANIZATION FOR MEDICAL CARE & PSRO found 
t h a t " q u i t e a few" o f the 13 h o s p i t a l s want 
the PSRO t o handle the UR, according t o 
R u s s e l l H. F e l t u s , managing d i r e c t o r . "We 
were q u i t e s u r p r i s e d , " he sa i d . 
F e l t u s s a i d t h a t the PSRO i s conduct-
i n g a p i l o t study at St. Luke's Memorial 
H o s p i t a l i n U t i c a , t o analyze work o f nurse 
coordinators ." 
FEDERAL JUDGE BLOCKS 
JULY 1 UR IMPLEMENTATION 
I n a move supporting the American Medi-
c a l Association's challenge o f the c o n s t i t u -
t i o n a l i t y o f new UR r e g u l a t i o n s , a U.S. 
d i s t r i c t court judge May 27 granted a pre-
l i m i n a r y i n j u n c t i o n b l o c k i n g the J u l y 1 im-
plementation o f the DHEW requirements. 
The AMA f i l e d s u i t — t h e i r f i r s t against 
the f e d e r a l g o v e r n m e n t — l a s t Feb. 20. The 
p l a i n t i f f s questioned the a u t h o r i t y o f the 
DHEW Secretary t o begin o p e r a t i n g UR commit 
tees t h a t would conduct admission review o f 
Medicare/Medicaid p a t i e n t s w i t h i n 2k hours 
o f admission. 
The AMA pr o t e s t e d the p a r t i c i p a t i o n o f 
nonphysicians i n medical d e c i s i o n s . The 
group alsp contended t h a t the r e g u l a t i o n s 
would v i o l a t e the c o n s t i t u t i o n a l r i g h t s o f 
physicians and p a t i e n t s . 
I n h i s r u l i n g . Judge J u l i u s J. Hoffman 
hel d t h a t the r e g u l a t i o n s would " s i g n i f i c a n t 
l y i n t e r f e r e w i t h a p a t i e n t ' s r i g h t t o med-
i c a l t reatment" and t h a t the 2ii-hour review 
p e r i o d would "delay and unnecessarily com-
p l i c a t e medical matters and r e s u l t i n per-
c e p t i b l e i n j u r y t o p a t i e n t s . " 
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Automony of local P S R O s stressed 
by conflict with DHEW 
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we see i t , r e p r e s e n t a t i o n o f each county i s 
i m p o r t a n t , " he s a i d . "DHEW doesn't see i t 
t h a t way." Coleman added: "We consider 
DHEW as s t r i c t c o n s t r u c t i o n i s t s . We've 
appealed two or t h r e e t h i n g s , and have got-
t e n no answers thus f a r . " 
Harry Feder, executive d i r e c t o r o f the 
Bronx Medical Services Foundation I n c . , s a i d 
t h a t the issue o f r e p r e s e n t a t i o n has not 
been res o l v e d . "We've been t o l d : no s l o t -
t i n g , " he sai d . He added, "We don't want 
any one o r g a n i z a t i o n t o c o n t r o l any e l e c -
t i o n . " Feder p o i n t e d o u t , as a h y p o t h e t i c a l 
i l l u s t r a t i o n , t h a t an o r g a n i s a t i o n such as 
the Committee o f I n t e r n s and Residents ( C I R ) 
i n New York C i t y , w i t h more than 3,000 hos-
p i t a l h o u s e - s t a f f members, could c o n t r o l an 
e l e c t i o n . He hastened t o add, however, t h a t 
CIR has been qioite h e l p f u l i n a i d i n g the 
PSRO. 
Feder s a i d he had been f o r t u n a t e i n h i s 
own r e l a t i o n s h i p s w i t h some cooperative DHEW 
i n d i v i d u a l s . "We disagree once i n a w h i l e , " 
he s a i d . "Of course, they pay the d o l l a r s , 
they c o n t r o l i t . .." 
On t h e other hand, Russell F e l t u s , man-
aging d i r e c t o r o f the Five-County Organiza-
t i o n f o r Medical Care & PSRO, s a i d he had 
had "no problems w i t h DHEW." 
Warren Mutz, program d i r e c t o r , E r i e 
Region PSRO In c . , d e c l i n e d comment at f i r s t 
on l o c a l autonomy, but d i d say, "Everybody 
i s up i n arms about s l o t t i n g . " 
A SORE POINT 
Reimbursement i s a sore p o i n t f o r the 
Area 9 PSRO o f New York State. "The f e e l -
i n g i s t h a t the amount o f money f o r p h y s i -
cian reimbursement f o r doing a c t u a l PSRO 
w o r k — n o t j u s t coming t o meetings, but r e a l 
work on PSRO guides and c r i t e r i a , etc.—was 
not forthcoming," Michael M a f f u c c i , execu-
t i v e d i r e c t o r , s a i d . "The p o i n t i s , t h e 
physicians' i n p u t i s needed, but they're 
c u t t i n g t h e funds f o r physicians down t o a 
t h i r d o f what we asked f o r . There's a f e e l -
i n g t h a t DHEW wants the physicians t o work 
f o r n o t h i n g . " 
From the Kings County Health Care Re-
view Organization came the comment t h a t 
DHEW i s " b o i l e r - p l a t i n g many ideas." DHEW 
i s f o l l o w i n g a " r i g i d , b u r e a u c r a t i c l i n e , " 
w i t h e v e r y t h i n g "being pressed i n t o one 
form," according t o Sheryl Buchholtz, asso-
c i a t e d i r e c t o r . For example, DHEW wants, as 
i d e n t i f y i n g code numbers , the S o c i a l S e c u r i -
t y numbers o f every p h y s i c i a n i n the PSRO, 
she s a i d . 
Eugene O ' R e i l l y , p r o j e c t d i r e c t o r o f 
the Nassau Physicians Review Or g a n i z a t i o n , 
s a i d t h a t t h e r e i s a f e e l i n g t h a t DHEW seems 
t o be g e t t i n g i n t o areas o f l o c a l autonomy 
and attempting "preemption o f l o c a l p r e r o -
gatives .. .the preemption comes i n d i f f e r e n t 
ways," he s a i d . I t i s done through r e g u l a -
t i o n s , f o r example, he added. 
Level of P S R O funding 
brings question about 
the intent of Congress 
The f a i l u r e o f Congress t o appropriate 
enough money f o r the needs o f PSROs raises 
questions about the i n t e n t o f t h a t body, 
Ernest W. Saward, M.D., chairperson o f the 
N a t i o n a l P r o f e s s i o n a l Standards Review Coun-
c i l , declared at the annual h e a l t h confer-
ence o f the New York Academy o f Medicine. 
The theme o f the conference was "The Profes-
s i o n a l R e s p o n s i b i l i t y f o r Q u a l i t y o f Health 
Care." 
"The present main problem has t o do 
w i t h the fundamental dichotomy as t o the 
purpose o f the (PSRO) Act," Dr. Saward s a i d , 
" i n i t s wisdom Congress d i d not appropriate 
enough money. I f funds had been f u l l y im-
plemented, i t was the i n t e n t t o convert 
many o f the 91 planning PSROs t o c o n d i t i o n a l 
PSROs and t o cover as many as 203 designated 
areas t h a t wished t o apply by 1976. 
"The funds appropriated are apparently 
d e l i b e r a t e l y c a l c u l a t e d not t o accomplish 
t h i s g o a l . I t ' s a sheer surmise as t o what 
the i n t e n t o f the Congress r e a l l y i s , but 
some would see i t as an attempt t o evaluate 
what a few PSROs would accomplish before 
n a t i o n a l implementation, despite the o r i g -
i n a l congressional mandate t o apply t o the 
e n t i r e n a t i o n . " 
P r o j e c t i n g toward the year 2000, Dr._ 
Selma Mushkin, professor o f economics and 
d i r e c t o r o f the p u b l i c service l a b o r a t o r y 
at Georgetown U n i v e r s i t y , s a i d , "Unless 
care i s taken t o avoid r i g i d i t y , reform w i l l 
be needed t o f r e e the medieal market from 
undue r e s t r a i n t s o f PSROs." 
Dr. Mushkin s a i d t h a t w h i l e improved 
q u a l i t y o f care may be achieved and ques-
t i o n a b l e surgery a l l but e l i m i n a t e d by the 
year 2000, advances i n therapy, as w e l l as 
new research, may have been slowed down. 
(The proceedings o f the conference w i l l 
be a v a i l a b l e i n September, 1975- Informa-
t i o n may be obtained from the Committee on 
Medicine and Society, New York Academy of 
Medicine, E. 103rd St., New York, N.Y. 
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i l y at the geographical r e p r e s e n t a t i o n o f 
physicians and p a t i e n t s i n medical f a c i l i -
t i e s . Other f a c t o r s s t u d i e d were t o t a l pop-
u l a t i o n and standard m e t r o p o l i t a n s t a t i s -
t i c a l areas (SMSAs). They were t o t r y t o 
avoid s p l i t t i n g SMSAs as w e l l as PSROs, and 
t o i n c l u d e at l e a s t h a l f a m i l l i o n people 
i n each Health Service Area. 
I f a proposal f o r an Area could not 
meet those c o n d i t i o n s , i t went t o DHEW w i t h 
an a p p l i c a t i o n f o r a waiver o f requirements. 
Local planners expect t e r r i t o r y d e l i n e a t i o n s 
i n compliance w i t h the N a t i o n a l Health Plan-
n i n g and Resources- Development Act t o meet 
easy acceptance; they p r e d i c t DHEW w i l l 
spend most o f the time between May 3 and 
August 1 considering the waiver a p p l i c a t i o n s . 
PROBLEMS: DATA COORDINATION 
I n Massachusetts, f o r example. Governor 
Michael S. Dukakis recommended the estab-
lishment o f s i x Health Service Areas, rough-
l y meeting the g u i d e l i n e s set i n the Act. 
A l l s i x , however, deviated s l i g h t l y from the 
SMSAs, and one includes fewer than 500,000 
people. PSRO boundaries, a l s o , could not 
be respected e x a c t l y , but l o c a l o f f i c i a l s 
see no serious d i f f i c u l t i e s i n e s t a b l i s h i n g 
cooperation between PSROs and Health Systems 
Agencies i n overlapping areas. The bigge s t 
problem they foresee involves data coordina-
t i o n . Planning would n e c e s s i t a t e coopera-
t i o n between two p a i r s o f PSROs and Health 
Systems Agencies r a t h e r than one. 
I n making t h e i r d e c i s i o n , Massachusetts 
o f f i c i a l s had t o weigh the arguments o f two 
concerned groups. One was the West Suburban 
H o s p i t a l A s s o c i a t i o n , which was opposed t o 
the i n c l u s i o n o f Boston's suburbs i n the 
m e t r o p o l i t a n Health Service Area. The As-
s o c i a t i o n l o s t i t s f i g h t when the s t a t e de-
cided not t o i s o l a t e Boston by making i t an 
Area i n i t s e l f . The other group t h a t even-
t u a l l y l o s t was the c i t y ' s teaching h o s p i -
t a l s . That group l o b b i e d f o r fewer, l a r g e r 
Health Service Areas t o give what i t f e l t 
would be a broader base f o r t e r t i a r y - c a r e 
p l a n n i n g . 
SEEKING HSA DESIGNATION 
A f t e r DHEW announces the boundaries o f 
the Health Service Areas i n August, h e a l t h -
planning groups w i t h i n the Areas may apply 
f o r r e c o g n i t i o n as Health Systems Agencies. 
The Agencies, which can be set up as non-
p r o f i t e n t i t i e s o r as branches o f l o c a l gov-
ernment, w i l l be complex mechanisms f o r the 
o r g a n i z a t i o n o f area, s t a t e and f e d e r a l ac-
t i v i t y i n h e a l t h p l a n n i n g . They w i l l assess 
needs, develop h e a l t h p l a n s , and make assign-
ments f o r f u t u r e development o f f a c i l i t i e s . 
They w i l l review a l l funding proposals, ad-
m i n i s t e r grants and c o n t r a c t s , and make rec-
ommendations about the Area's a l l o c a t i o n of 
health-care f a c i l i t i e s . 
Health Systems Agencies w i l l determine 
the m e d i c a l - f a c i l i t y d i s t r i b u t i o n goals f o r 
t h e i r Areas and re g u l a t e the development o f 
resources by i n d i v i d u a l medical p r o v i d e r s . 
The Act r e q u i r e s t h a t a m a j o r i t y o f each 
Agency's board c o n s i s t o f consumers, the 
remainder t o consist o f p h y s i c i a n s , medical 
a d m i n i s t r a t o r s and h e a l t h planners. 
The next step i n the establishment o f 
a successful mechanism f o r h e a l t h - f a c i l i t y 
p l a n n i n g , a f t e r Health Service Areas and 
Health Systems Agencies are designated, 
i s t o formulate g u i d e l i n e s and reguuauions 
f o r them. U n t i l t h a t t i m e , the i m p l i c a t i o n s 
o f the N a t i o n a l Health Planning And Resources 
Development Act cannot be f u l l y analyzed. 
The DHEW t i m e t a b l e c a l l s f o r Health Systems 
Agencies t o be o p e r a t i o n a l by J u l y 1 , 1976. 
Federal court ruling upholds 
P S R O law after AAPS challenge 
A d e c i s i o n was handed down by a t h r e e -
judge f e d e r a l panel i n the U.S. D i s t r i c t 
Court f o r Northern I l l i n o i s upholding the 
PSRO law as being c o n s t i t u t i o n a l . The c h a l -
lenges brought against the law were r a i s e d 
i n a s u i t brought by the American Associa-
t i o n o f Physicians and Surgeons. The AAPS 
argued t h a t the PSRO law i s u n c o n s t i t u t i o n a l 
i n t h a t i t deprives physicians o f the r i g h t 
t o p r a c t i c e t h e i r p r o f e s s i o n , i n t e r f e r e s 
w i t h the p h y s i c i a n - p a t i e n t r e l a t i o n s h i p , 
and c o n s t i t u t e s an in v a s i o n o f p r i v a c y . 
The court r u l e d t h a t the PSRO law "does 
not bar physicians from p r a c t i c i n g t h e i r 
p r o f e s s i o n but only provides standards f o r 
the d i s pensation o f f e d e r a l funds." Denial 
o f payments are not f i n a l but can be pur-
sued through an app e l l a t e system, thus en-
su r i n g t h a t the concept o f procedural due 
process (as embodied i n the F i f t h Amendment) 
i s upheld. 
The court s t a t e d t h a t the law does not 
i n f r i n g e upon a physician's r i g h t t o prac-
t i c e but " i t merely provides t h a t i f a prac-
t i t i o n e r wishes t o be compensated f o r h i s 
services by the f e d e r a l government, he i s 
re q u i r e d t o comply w i t h c e r t a i n guide-
l i n e s and procedures enumerated i n the 
s t a t u t e . " 
The AAPS p l a i n t i f f s argued t h a t the 
PSRO system o f norms o f care, diagnosis 
(Continued on Page 8) 
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Overhaul of O P S R 
appears Imminent; 
Fund deadline looms 
WASHINGTON, D.C.—The d e t a i l s are not 
known y e t , h ut t h e long-awaited, much-dis-
cussed r e o r g a n i z a t i o n o f the PSRO program's 
a d m i n i s t r a t i v e s t r u c t u r e w i l l go i n t o e f -
f e c t t h i s month — maybe. 
DHEW's new As s i s t a n t Secretary f o r 
H e a l t h , Theodore Cooper, M.D. , hopes the 
r e o r g a n i z a t i o n can be implemented between 
the departure o f Deputy A s s i s t a n t S e c r e t a i y 
Henry E. Simmons, M.D., on June 1 , and the 
beginning o f t h e new f i s c a l year on J u l y 1 . 
CHANGE IS CERTAIN 
Meanwhile, although no d e t a i l s o f the 
r e o r g a n i z a t i o n are being released u n t i l 
a f t e r Simmons leaves f o r h i s new post w i t h 
the J. Walter Thompson a d v e r t i s i n g organiza-
t i o n , one t h i n g i s f a i r l y c e r t a i n : OPSR 
w i l l not sur v i v e i n i t s present form. 
I t i s not y e t known whether OPSR's co-
o r d i n a t i o n , e v a l u a t i o n , and o v e r s i g h t func-
t i o n s w i l l be s h i f t e d t o the Bureau o f 
Q u a l i t y Assurance i n the Health Services Ad-
m i n i s t r a t i o n or w i l l remain i n p a r t w i t h i n 
the o f f i c e o f the A s s i s t a n t Secretary f o r 
Health. 
Much w i l l depend on th e degree o f im-
portance the new As s i s t a n t Secretary places 
on the f e d e r a l government's q u a l i t y assur-
ance program — and Dr. Cooper hasn't s a i d 
very much about t h a t as y e t . 
He d i d say t h a t he intends t o replace 
Simmons, but some OPSR s t a f f members ques-
t i o n whether t h a t d e c i s i o n w i l l s t i l l h o l d 
once Simmons has l e f t . Simmons' departure 
w i l l give Cooper much more l a t i t u d e f o r 
h i s r e o r g a n i z a t i o n p l a n s , and t h a t i s 
thought t o be one reason f o r h o l d i n g back 
any announcement. 
U n t i l some decisions are announced, 
th e r e i s no way o f assessing any e f f e c t s 
t h a t r e o r g a n i z a t i o n might have on PSROs i n 
the f i e l d . 
Although OPSR i s i n a s t a t e o f organ-
i z a t i o n a l l i m b o , the day-to-day work con-
t i n u e s as usual as the program races down 
t o t he f i s c a l w i r e — June 30. 
One o f the worst t h i n g s t h a t can hap-
pen t o an agency t r y i n g t o persuade Congress 
t o increase i t s a p p r o p r i a t i o n s i s t h a t i t 
end the f i s c a l year w i t h money l e f t over. 
I t happened t o OPSR l a s t year, and t o 
avoid a recurrence o f t h a t s i t u a t i o n , OPSR 
has announced FY-19T6 funding f o r 20 new 
plan n i n g PSROs, together w i t h n o t i f i c a t i o n 
o f i t s i n t e n t i o n t o fund 50 new c o n d i t i o n a l 
PSROs. 
The problem, as one OPSR s t a f f member 
t o l d PSRO Update, i s t h a t i f any of the con-
d i t i o n a l s have t o go i n t o a p o l l i n g s i t u a ^ 
t i o n , t h e r e i s no way they can be funded i n 
t h i s f i s c a l year. 
Federal Court ruling 
upholds P S R O law 
(Continued from Page T) 
and treatment would have an adverse e f f e c t 
on the d o c t o r - p a t i e n t r e l a t i o n s h i p . The 
court s t a t e d t h a t t h e argument was premature, 
i n t h a t norms had not been developed; i t 
f u r t h e r reasoned t h a t w h i l e reducing norms 
t o s p e c i f i c language was a d i f f i c u l t t a s k , 
i t was one t h a t had been accomplished 
s u c c e s s f u l l y i n a number o f p r i v a t e medical-
u t i l i z a t i o n programs. 
'PRIVACY' ARGUMENT REJECTED 
The court r e j e c t e d the c l a i m t h a t the 
requirement i n the PSRO law f o r physicians 
t o supply i n f o r m a t i o n concerning t h e i r 
p a t i e n t s i s i n v i o l a t i o n o f a c o n s t i t u t i o n a l 
r i g h t o f p r i v a c y . "The challenged l e g i s -
l a t i o n i n the i n s t a n t s u i t seeks informa-
t i o n f o r a l e g i t i m a t e governmental purpose. 
The manner i n which the i n f o r m a t i o n i s 
gathered and maintained i s reasonable...The 
l e g i s l a t i o n contains p r o v i s i o n s t h a t p r o -
p e r l y balance the p l a i n t i f f s ' r i g h t o f p r i -
vacy w i t h the government's i n t e r e s t i n main-
t a i n i n g proper h e a l t h care i n an economical 
manner." 
CONSTITUTIONALITY UNSjEH:TI£D__ 
The theme t h a t u n d e r l i e s the dec i s i o n 
i s the n o t i o n t h a t the PSRO law preserves a 
proper balance between the i n t e r e s t s o f 
physicians and other p r o v i d e r s and the gov-
ernment's i n t e r e s t i n p r o v i d i n g proper 
medical care t o those most i n need o f i t . 
While the d e c i s i o n upholds the PSRO law 
on i t s f a c e , the court r u l i n g does not 
deal w i t h the c o n s t i t u t i o n a l i t y o f the ap-
p l i c a t i o n o f t h i s s t a t u t e . I t seems f a i r l y 
c e r t a i n t h a t the MPS w i l l attempt t o ap-
peal the decision!, perhaps d i r e c t l y t o the 
Supreme Court. 
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